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SUBJECT: REVISION OF DIRECT TAXES ON THE WAY 
REF: 1975 CAIRO A- 191 (NOTAL) 

1 . ONE SIGN OF FORWARD MOVEMENT OF GOE ON ECONOMIC REFORM 
FRONT, NOTWITHSTANDING BUDGET AND SUBSIDY CUT SETBACK, IS 
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APPARENT CULMINATION OF EFFORTS TO REVISE DIRECT TAX 
STRUCTURE. CAIRO PRESS JANUARY 26 FRONTPAGES NEWS THAT 
MINFIN HAMED HAS DRAFTED NEW BILL TO BE SUBMITTED TO 
PEOPLES ASSEMBLY AT DIRECTION OF PRESIDENT. AIMS OF 
REVISED LEGISLATION ARE SAID TO BE MORE EQUITABLE SHARING 
OF TAX BILL BY RELIEVING LOWER INCOME GROUPS AND IN- 
CREASING AMOUNTS DUE FROM THOSE MORE ABLE TO PAY, ADDING 
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REVENUE FROM INCOME NOT PREVIOUSLY TAXED, ENCOURAGING 
SAVINGS BY REDUCING TAXES ON INTEREST INCOME (SEPTEL), 

AND IMPOSING HEAVIER PENALTIES FOR TAX EVASION. 

2. MINFIN TAX OFFICIAL, ACCORDING PRESS, LAID OUT FOLLOWING 
PROVISIONS OF PROPOSED LAW: TAX EXEMPTION ON SALARIED 
ANNUAL INCOME IS RAISED TO RANGE OF LE 360 - LE 480, 

DEPENDING ON MARTIAL AND FAMILY STATUS (CURRENT EXEMPTION 
IS FROM LE 240 - LE 360); GENERAL INCOME TAX EXEMPTION 
RAISED TO LE 1,200 PER YEAR (NOW LE 1,000) AND MAXIMUM 

TAX RATE ON ANNUAL INCOME OVER LE 10,000 SCALED DOWN TO 
70 PERCENT (FROM 95 PERCENT); AND DAILY EARNINGS UP TO 
LE 1.50 EXEMPTED, BEYOND WHICH ONE PERCENT LEVIED UP TO 
LE 2 AND TWO PERCENT ON EXCESS. AMENDMENTS REPORTEDLY 
SUBJECT TO TAXATION INCOMES PREVIOUSLY EXEMPT. SUCH AS THOSE 
FROM AGRICULTURAL PROFITS, PRIVATE MOTOR VEHICLE SALES AND 
REAL ESTATE TRANS ACTIIONS. ADJUSTMENT ARE MADE IN SOCIAL 
INSURANCE PAYMENTS FOR THOSE, MAINLY PUBLIC SECTOR EMPLOYEES, 
UNDER SYSTEM. ADDED TAXES REPORTEDLY ALSO ARE BEING 
CONSIDERED SPECIFICALLY ON RENTAL INCOME, LAND HOLDINGS AND 
COMMISSION AND AGENT FEES. 

3. COMMENT: REVISION OF DIRECT TAXATION STRUCTURE. IMPORTANT 
PARTS OF WHICH DATE BACK MANY YEARS (SEE REF). HAS BEEN UNDER 
CONSIDERATION SINCE 1974. RECENT UNPLEASANTNESS EVIDENTLY 
HAS GIVEN IMPETUS TO REFORM MEASURE AS MEANS FOR GOE TO 
DEMONSTRATE ITS CONCERNS FOR EQUITY IN TAX BURDEN ON 
POPULACE, ALTHOUGH REVISIONS LIKELY ALREADY WERE IN FINAL 
FORM AS PART OF IMF- AGREEMENT PACKAGE. ON BASIS LIMITED 
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INFORMATION AVAILABLE, INCREASED EXEMPTIONS APPEAR DESIGNED 
TO AFFORD RELIEF TO INCOME GROUPS UP TO LOWER-MIDDLE CLASS 
(AVERAGE ANNUAL INCOME OF A SALARIED, NON-AGRICULTURAL WORKER 
IN EGYPT IS ABOUT LE 350). THIS PARTICULAR ASPECT OF GOE 
PROPOSAL PROBABLY WILL BE WELL RECEIVED. BUT REDUCTION OF 
MAXIMUM RATE ON GENERAL INCOME TAX - WHILE PROBABLY 
JUSTIFIABLE IN ECONOMIC TERMS - MAY WELL GENERATE 
OPPOSITE REACTION ON PART OF SPOKESMEN FOR MASS OF WAGE 
EARNERS WHO NEVER EARN ANYTHING APPROACHING LEVELS OF INCOME 
AFFECTED. 
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